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CHAPTER 900 - CASH MANAGEMENT
900 | NTRODUCTI ON TO CASH MANAGEMENT

901 Purpose. To establish policy, procedures and
responsibilities for agencies to follow to ensure effective and
efficient managenent of funds received and/or disbursed by the
Departnent of Labor.

902 Scope. This chapter prescribes the procedures for agencies
to ensure effective and efficient managenent of funds when

devel opi ng and i npl enmenting regul ati ons, systens and
instructions. The procedures described in this chapter apply to
the foll owm ng Cash Managenment activities:

Billings;

Col | ecti ons;
Deposits; and
Di sbur senents.

903 Leqgislative Authority and Directives. The follow ng | aws
and related regulations are authorities for establishing the
policies for devel opi ng, promulgating, and inplenmenting cash
managenent regul ations in the Departnent of Labor:

5 US C 301

31 CFR 321, 3301, 3302, 3720, 6503

31 CFR 1535

The Budget and Accounting Procedures Act of 1950
Treasury Fiscal Requirenents Manua

OMB Circular No. A-125 (Rev.) Dec. 12, 1989

GAO s Policy and Procedures Manual for Cuidance of
Federal Agencies

. Federal Clains Collection Act (31 U.S.C. 3711)

. Federal dains Collection Standards (4 CFR 101-105)

Pronpt Paynment Act of 1982 (Public Law 97-177)

Pronpt Paynment Act Anendnents of 1988

The Col l ection and Deposit Legislation Act

Deficit Reduction Act of 1984 (Public Law 98-369) (31
CFR 206)

. Cash Managenent | nprovenent Act of 1990

. Debt Coll ection Act of 1982

910 AUTHORITY, POLICY AND RESPONSI BI LI TI ES
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911 Authority. The statutes, regulations and directives
outlined in paragraph 903 provi de guidelines for establishing and
mai nt ai ni ng effective cash nmanagenent practices in the Departnent
of Labor.

912 Policy. The Treasury Financial Requirenents Manual (TFRM
Parts 4, 5, & 6 and the Treasury Financial Mnual (TFM,
Transmttal Letters are used by the Departnment of Labor as

gui delines for establishing and nonitoring agencies' cash flow
activities in the Departnment. The information identified in this
chapt er suppl enents the TFM and shoul d be used as Depart nent al
cash managenent policies and procedures. Therefore, agencies are
encouraged to use this chapter for assistance when establishing
ei ther new or updating old cash flow policies.

913 Responsibilities

a. The Chief Financial Oficer (CFO is responsible for
establ i shing and i npl enenting cash managenent policies in the
Department, coordinating with the Departnent of the Treasury
(Treasury) to specify the conduct of cash managenent reviews by
agencies and the Ofice of the Assistant Secretary for
Adm ni stration and Managenent (OASAM regional finance offices,
keepi ng abreast of technol ogi cal advances in cash managenent,

i nform ng Agency Heads of changes in Treasury policies and
procedures as well as technol ogi cal changes, review ng agencies'
cash flow activities, and nonitoring agencies' performance in
accordance wth the Pronpt Paynent Act.

b. Agency Heads are responsible for appointing a cash
managenent officer for their agency, conducting periodic reviews
of cash managenent techniques in conpliance with the regul ations
that are provided in Treasury's Financial Mnuals and this
chapter, nonitoring paynent in accordance with the Pronpt Paynent
Act, inplenmenting cash managenent inprovenments, and reporting
cash managenent activities to the CFO for the Departnent.

C. OASAM Regi onal Adm nistrators are responsible for
mai nt ai ni ng adequate internal controls over cash and nmaki ng sure
that collection and di sbursenent transactions are in accordance
wi th Departnent and Treasury policies.

d. The O fice of Inspector General (OG is responsible
for auditing cash managenent practices within the Departnent
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periodically and ensuring that cash managenent audit results are
communi cated to OASAM and appropri ate agency officials.

920 RECENT LEG SLATI VE REQUI REMENTS

921 Cash Managenent |nprovenent Act of 1990 (H R 4279). The
purpose of this Act is to ensure greater efficiency,
effectiveness, and equity in the exchange of funds between the
Federal Governnment and the States. |In accordance with this Act,
the Secretary of Treasury can require a State to pay interest to
the United States on funds fromthe tine funds are deposited by
the United States to the State's account until the tinme that
funds are paid out by the State in order to redeem checks or
warrants or nmake paynents by ot her neans for program purposes.
This Act also requires that if a State disburses its own funds
for program purposes in accordance with Federal |aw, Federal
regul ation, or Federal -State agreenent, the State shall be
entitled to interest fromthe Governnment fromthe tine the
State's funds are paid out to redeem checks or warrants, or mnake
paynments by ot her neans, until the Federal funds are deposited to
the State's bank account.

922 Pronpt Payment Act and Rel ated Anendnents (P.L. 97-177).
The Pronpt Paynent Act prescribes policies and procedures for
payi ng proper invoices under Federal contracts. This Act
provides for tinmely paynment which should |lead to better

rel ati onships with contractors, inprove conpetition for

Gover nment busi ness, and reduced costs to the Governnent for
property and services. Additionally, the Act requires agencies
to be responsible for making tinely paynents, taking discounts
when applicable, and paying interest penalties on |ate paynents
of proper invoices.

923 Collection and Deposit Legislation Act. This Act gives
Treasury the authority to assess a charge agai nst an agency's
appropriation or the programto which the collections relate due
to nonconpliance in inplenenting a proven cost beneficial deposit
mechani sm  The anount of the charges are determ ned by the
Departnent of Treasury and deposited in the Cash Managenent

| nprovenent Fund. This fund is used for the paynent of expenses
incurred in devel opi ng deposit nechani snms such as: electronic
transfers, automatic withdrawals fromaccounts at financi al
institutions, or a systemunder which financial institutions
recei ve and deposit funds on behalf of the Departnent.
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930 ACCOUNTI NG REQUI REMENTS. Agenci es are responsi ble for
establishing effective accounting control over cash nanagenent
activities. Such controls should be froma prospective basis and
shoul d consi st of but not limted to the foll ow ng:

931 Accounts Receivables. Under the accrual basis of
accounting, receivables representing anounts due fromothers are
accounted for as assets fromthe tinme the events giving rise to
such clainms are conpleted until the tine they are coll ected,
converted into other resources, or determned to be uncollectible
in whole or in part. Because accounting for receivables is such
an i nportant form of control over agency resources, agencies'
Servicing Finance Ofices (SFGs) should resol ve any outstandi ng
accounts receivable due from ot her Federal agencies, |ocal,
state, and foreign Governnents, and fromindividuals and private
sector organi zations. Such accounting controls should incl ude:

a. Accounts recei vabl es shall be recorded accurately and
pronptly on conpletion of the acts which entitle an agency to
coll ect anmounts due frombilling for perfornmance of services,

assessnent of civil fines and penalties, sales of materials,
| oans, overpaynents and audit findings, etc.

b. Amounts to be accounted for as receivabl es shal
consi st of the anobunts actually due under contractual or other
arrangenents governing the transactions which result in
recei vabl es.

C. Accounting records for receivables shall be maintained
so that all transactions, and only such transactions, affecting
the receivables for each reporting period are included.

d. Separate accounts for nmjor categories of receivables
should be maintained to facilitate clear and full disclosure of
an agency's resources in its financial report.

e. Account s recei vabl es bal ances shoul d be revi ened
periodically for itens outstanding |onger than the normal period.

f. Del i nquent accounts and related aging information

shoul d be brought to the attention of the agency adm nistrative
officer at |east nonthly.
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g. DOLAR$ Procedures, Vol. |, Operating Procedures
Handbook, Chapter 23, provides criteria for recording receivables
in DOLARS.

932 Accounts Payable. Anpbunts owed for goods and services

recei ved and not yet paid for are considered liabilities and
shoul d be recorded in DOLAR$ as accounts payable. O her amounts
owed at the end of the accounting period under prograns for which
no further performance of services by payees is required (such as
annuities, insurance prem uns, and sone cash grants) are al so
called liabilities and should be recorded in DOLAR$ as an
accounts payabl e.

a. Accounts payable reports should be nonitored to assure
that paynents are nmade on tine to take advantage of discounts and
to avoi d paying interest penalties when paynents are | ate.

b. Paynments on anounts owed to other Federal agencies,
vendors, individuals, private sector organi zations, state, |ocal,
and foreign governnents should be schedul ed in accordance with
section 944 of this chapter.

C. DOLAR$ Procedures, Vol. |, Operating Procedures
Handbook, Chapter 19, provides criteria for recording receivables
in DOLARS.

933 Monitoring of Federal Qutlays

a. The O fice of Managenent and Budget (OvB) G rcul ar A-34
part | X, provides for the preparation and subm ssion of nonthly
outlay reports by the Departnent to the OvB. Qutlays are
obligations that are |iquidated when checks are issued or cash
di sbursed. The outlay reports are designed to assist in the
continuing effort to nonitor Federal spending, thereby inproving
the Governnent's overall cash position

b. The Departnent prepares a nonthly outlay plan for each
new fiscal year show ng information for each program and/ or
account listed for the Departnment or that of the annual budget
docunents, and includes outlay information for all appropriations
and funds (except deposit funds) adm nistered by the Depart nment
or Agency. Periodic reports are also submtted on the plan.

C. The estinmates reported should be based on the best
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current judgnent of the anobunt to be spent by nonth in the
period(s) covered by the report and shoul d:

(1) Be consistent wwth the President’'s nost recent
annual budget as anended and subsequent actions of the Congress,
i ncl udi ng both conpl eted actions and those now expect ed.

(2) Consider recent trends and expected events on a
realistic basis.

d. A brief statenent explaining the assunptions used in
devel opi ng the outlay plan, together with any unusual or speci al
circunstances affecting the plan are included with each outl ay
report. In sonme instances, the statenent shoul d:

(1) Enuner at e expected Congressional actions.

(2) Provide the estimated participant rates in
benefit prograns.

(3) Show the settl enent dates of specific asset sale
progr ans.

(4) Di scuss any event that causes specific
fluctuations in the normal outlay pattern.

(5) Describe the effect on the outlay pattern if
expected actions fail to materialize.

e. OVB reviews the Departnment's outlay plans for
reasonabl eness in the Iight of experience, consistency with the
President's policies and objectives, enacted appropriations and
ot her legislation, and other factors. Wen conditions warrant,
the OMB may request that revisions be made in the outlay plans.

f. The Departnent prepares a nonthly outlay plan for each
new fiscal year and submts periodic reports on any revisions to
that plan. Data contained in these reports are identical to the
coverage in the annual budget docunents and include outlay
information for all appropriations and funds adm ni stered by the
Depart nent .

(1) Initial Reports. An initial report in the
prescribed format is submtted to the OMB in an original and one
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copy by Cctober 1 of each year. This report provides nonthly
outlay estimates for the fiscal year that begins on that date,
and for Septenber of the prior fiscal year.

(2) Updated Reports. These reports are submtted
t hroughout the current year with coverage expanded to include the
first quarter of the budget year. Followng the initial
subm ssion, the updated reports begin with a cunmul ative total of
actual outlays to date foll owed by updated nonthly outlay
estimates for the bal ance of the period(s). Agencies should
reconcile significant differences between previously reported
estimated outlays and revised estinmates or actual outlays and
expl ain these changes in the acconpanying statenents. Additional
updated reports may be requested at other tines.

940 | NTERNAL CONTROL REQUI REMENTS. Agencies in the Departnent
should maintain a systemfor nonitoring cash flow activities to
ensure conpliance with this chapter. This system should provide
for periodic, but no | ess frequent than annual, review of the
agency's cash nmanagenent practices.

941 Billings

a. Preparation of Invoices. |In accordance with chapter
800, section 8020 of the I TFRM agencies are responsible for the
preparation of invoices for goods or services furnished to
i ndi vidual s and organi zations outside the Departnent. Agencies
must ensure that the preparation and di spatch of each invoice is
no | ater than one working day after the day the billing office is
advi sed that goods have been shipped or rel eased or the services
conpl et ed.

b. Preparation of Contracts. Contracts under which goods
or services are sold to an organi zati on outside the Departnent
shal | include paynent terns and provisions which at a m ni nrum

speci fy when paynent wll be due, require that paynent nust be
received no later than the due date, and provide for |ate charges
for paynments received after the due date. The

paynment due date shall not be nore than 30 days fromthe date of
the invoi ce.

C. Charges for Late Paynents. Paynent of anobunts owed the
Departnent by organi zati ons, businesses, and individuals are
expected to be made in accordance with the terns of the
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arrangenent for paynent stated in the contract, agreenent, or
notification of indebtedness. Collection of [ate paynents should
be made in accordance with DLM5 6, chapter 1100. |If paynent is
overdue, a |l ate charge nust be applied and collected at a
percentage rate that is provided in TFRM bul l etins distributed by
Treasury. This rate is an annual rate subject to quarterly
revisions, and is applied to overdue paynents during the
succeedi ng cal endar quarter. Treasury determ nes the percentage
rate by cal cul ating the average of the current value of funds to
Treasury for a recent three nonth period. Additionally, the CFO
periodically issues to Agency Adm nistrative Oficers a

cunmul ative list of interest rates that apply to various statutes.
Agencies are required to use this list when charging interest on
| ate paynents for each 30-day period. Unless an agency has
statutory authority to otherw se account for the collection of
charges for |ate

paynents, the total ampunt collected should be credited to a

m scel | aneous recei pt account titled "M scel |l aneous | nterest

Col l ections Not Otherwise Classified,” or to specific accounts
established by the Treasury for the collection of interest.
Agenci es should refer to DOLAR$ Procedures, Volume |, Operating
Procedures, Chapter 23, for the correct account for recordation
of receipts and interest paynents received.

942 Coll ections

a. Agenci es that receive significant anounts of checks and
cash should have a collection plan which is a part of overal
forecasts and consistent wth the Agency's objectives,
strategies, program plans and budget. Listed bel ow are sone
gui del ines for agencies to use when devel oping a collection plan.

(1D Col | ection schedul es and control systens for
billing and cash processing should be established in witing.

(2) Econom ¢ factors, including the tinme val ue of
nmoney, should be considered in devel opnment of billing cycles and
col l ection procedures. The inportance of pronpt collection and
deposit of cash should be recogni zed.

(3) Procedures shoul d be established for regul ar
conparison of actual with planned collections.

(4) The causes and inpact of significant variances
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from pl anned col | ecti ons shoul d be eval uated and pl ans or
col | ections adjusted when necessary.

(5) Whenever possible, collection of cash and checks
for liquidation of accounts receivable are based upon billings
i ssued at the end of the nonth in which the account receivable
was est abl i shed.

b. Agenci es should m nim ze the handling of checks and
cash they receive by identifying potential inprovenents rel ated
to their collection process. Several cash flow nechani sns are
avai |l abl e through Treasury that allow agencies to mnim ze the
handl i ng of checks and cash received, and inprove the
accel eration of deposits to a Treasury account. Sone of these
cash fl ow nechani sns are:

(1) Lockbox. Paynents are nailed to a specified post
of fice box which is usually located at a financial institution
under contract with Treasury. The financial institution deposits
the paynent in a Treasury account and wire transfers the funds to
a Federal Reserve Bank the next business day. At |east nonthly
or in accordance with the contract, the contracted financi al
institution nmust furnish agencies with reports of cash
di sbursenents and bal ances.

(2) Automated O earing House (ACH). An electronic
i nk between the Federal Reserve Comruni cations System and the
Federal Reserve Bank that allows payees to direct their
commerci al banks to charge their bank accounts and transfer
paynments directly to Treasury's main account.

(3) Cedit Cards. A Credit Card Coll ection Network
(CCCN) enabl es agencies to accept credit card charges in |lieu of
cash, checks and noney orders. The financial institution under
contract with Treasury and sel ected by the agency deposits funds
that are collected by charge card recipients into a Treasury's
account at the Federal Reserve Bank.

C. Cash receipts that are received (including by mail)
shoul d be exam ned in the presence of nore than one individual.
Supervi sors shoul d observe all clerks handling cash receipts so
t hat questions about disposition and routing can be answered.
This also serves to minimze the allegation problemshould a cash
shortage occur. \Were having nore than one individual present is
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operationally not feasible, agencies should discourage the use of
cash for paynent. Agencies shoul d devel op additional procedures
that separate duties anong their enployees to control the

coll ections of cash and cash receipts. Such procedures should
consi st of the follow ng:

(1) Controlling Cash Received. Agencies should
designate an individual at each |ocation receiving cash or checks
to be responsible for recording and logging in receipts. A
current list of these individuals should be nmaintained in the
Nat i onal Finance Ofice of each agency. The rest should be
updat ed annually. This individual is responsible for recording
in the Cash Recei pt Register-- the payee's nane, date and anount
of the cash receipt that was received. The |edger nmust reflect
the current status of each itemfromtinme of receipt to tinme of
transmttal or deposit. Cash should be recorded i mediately and
deposited at a depository in accordance with section 943.
Agenci es not authorized to deposit funds at a depository should
forward their cash receipts to an agency that is authorized to
make deposits.

(2) Mai nt ai ni ng Cash to be Deposited. Agencies
authorized to deposit funds at a depository should designate in
witing a Collection Oficer (CO in each |ocation to be
responsi bl e for collecting and recordi ng cash recei pts received,
and mai ntaining cash in a safe and secured place until tinme of
deposit. A current list of these individuals should be
mai ntained in the National Finance Ofice of each agency. The
list should be updated annually. The CO nust provide a receipt
to individuals for the amount of cash received. A copy of the
receipt is also provided to the CO s supervisor to use when
reconciling nonthly the cash receipt | edger with Treasury's Form
TFS- 6655, Recei pt Account Ledger.

(3) Segregation of Duties. |Individuals responsible
for handling cash receipts should not participate in the
accounting or operating functions related to shipping and
billings of goods and services, controlling accounts receivable
and subsidiary | edgers, preparing and mailing statenents of
bal ances due, authorizing and approving credits for returns and
al | owances, or naking adjustnents of anounts due.

(4) Saf equardi ng Cash Receipts. All cash and check
recei pts shall be retained under the exclusive control of the CQ
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in a safe or file cabinet with at | east a bar and conbi nation

| ock. A duplicate conbination nunber or key to

the lock on the safe or file cabinet should be naintai ned by the
CO s supervisor in a separate and secure | ocation

(5) Cash Recei pt Register. The basic cash contro
record for recording cash or checks received in the Departnent is
form DL 1-301, Cash Receipts Register (CRR). The CRR enabl es
individuals to record all cash receipts and their disposition.

Al'l entries provided on the CRR should be in ink. Erroneous
entries should be lined out rather than erased or obscured and
initialed by the individual making the adjustnent. The CRR
shoul d not be destroyed until after two years fromthe date of
entry.

(6) Cash Transfer Receipt (CTR). Form DL 1-303 Cash
Transfer Receipt, should be used when cash is physically
transferred fromone organi zation to another. The CTR enabl es
all individuals handling cash to establish point-to-point
responsibility for all cash itens. Wen cash | eaves the contro
of an individual for any reason, the CTR on file constitutes
formal evidence that another individual or organi zation received
t he cash and assuned responsibility therefor.

943 Deposits

a. Processing Deposits. Deposits nade into a Treasury
account as general fund m scell aneous recei pts can be w t hdrawn
only as a consequence of appropriations nade by law. Since
deposits related to refunds or reinbursenents can be credited to
several different appropriations, care should be taken to ensure
that collections are recorded to the proper account. Agencies
that are unable to identify the proper appropriation to credit a
deposit should contact the CFO offi ce.

b. Frequency of Deposits. Agencies nust deposit their
funds at a financial institution no less frequently than
weekly, regardl ess of the anobunt. However, collections that
accunul ate to $1,000 or nore should be deposited i mediately.
Addi tionally, regardl ess of the anpbunt, agencies should ensure
that funds received prior to the end of the fiscal year be
deposited and credited to that fiscal year's appropriation.
Funds col | ected by agencies that cannot be identified or
imedi ately credited to the proper account nust be deposited in
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t he agencies' deposit fund suspense account until such collection
can be identified.

C. | nternal Review. Agencies should periodically review
deposit operations to ensure that adm nistrative exam nations of
deposits are made in accordance with this chapter. During the
review, agencies should also performa systematic exam nati on of
recei pt transactions to verify their legality, propriety, and
correctness. Furthernore, agencies are responsible for
mai ntai ning records of all deposits including funds deposited by
out si de agencies. Therefore, records maintai ned by agencies
shoul d i nclude collections that have not been deposited, deposits
intransit that have not been acknow edged by the depositor, and
deposits that have been acknow edged by depository.

d. Deposits of Treasury Checks. Paynents received from
ot her Federal agencies to the Departnent in the formof Treasury
checks shoul d be deposited at the nearest Federal Reserve Bank.
This procedure avoids the flow of funds outside the Federal
Governnent. The TFM Section 5-2000-7, provides a |list of Federal
Reserve Banks.

944 Di sbursenents

a. Devel oping a Di sbursenent |nprovenent Plan. Each
Agency shoul d devel op and maintain a plan that is consistent with
t he Agency's and departnental Cash Managenent objectives,
strategies, program plans and budget. Listed bel ow are sone
gui delines for agencies to use when devel oping their plan.

(1) A paynent schedul e and control systemfor paynents
not made through A/ P shoul d be established and followed with
paynents generally being nade at the tinme they are due. (See
Pronpt Paynent, Section 950)

(2) Cash discounts should be taken only when the
di scount i s advantageous to the Governnent (see | TFMs-8040. 30).

(3) Procedures should be reviewed to assure that
paynments to small vendors and for occasional purchases are not
del ayed beyond the due dates.

(4) WMaxi mum use shoul d be nade of automated
di sbursenents techni ques and ot her established procedures for
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managi ng the timng and control of paynents for all DOL prograns.

(5) Procedures should be established for regular
conpari son of actual disbursenents with planned outl ays. (See
Moni toring Federal Qutlays, Section 933)

(6) The causes and inpact of significant variances
from di sbursenent plans shoul d be eval uated and adj usted when
necessary.

(7) Segregation of duties should be strictly observed
for conputer operations personnel, software nai ntenance
speci ali sts and accounting personnel when di sbursenents are nade
by aut omat ed systens.

(8) Disbursing operations should be separated from
such operations as purchasing, receiving, and accounti ng.

(9) The plan should be nmaintained in each agency
national finance office. Progress against the plan should be
reported to the Chief Financial Oficer in July of each year to
serve as a basis for the Chief Financial Oficer's Report and
reporting under the Federal Managers Financial Integrity Act.

b. Requirenments for Disbursenents. Docunments supporting
di sbursenent transactions nust be in the formof a hard copy or
machi ne readabl e source records, including purchase orders,
contracts, receiving reports, invoices, bills, statenents of
accounts, etc., showing sufficient information to adequately
account for the disbursenents. The docunentation should Iink al
supporting records, enable audit of the transactions, and assure
settlement wth the certifying or disbursing officers as required
by this chapter. Additionally, an SF 210 "Signature Card for
Certifying Oficer" and the SF-1194 "Authorized Signature Card
for Paynment Voucher on Letter-of-Credit" nust be prepared by the
Agency Head for enployees who are authorized to certify an SF-
1166 "Voucher and Schedul e of Paynents" or an SF-1193A "Letter of
Credit." Certifying Oficers are responsible for certifying the
above standard fornms in accordance with 31 U . S.C. 82 and should
not be involved in recording accounting data in the Departnent's
accounting system

C. Separation of Duties for Disbursenents. To the extent
practicable, key duties and responsibilities such as authorizing,
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processi ng, recording, and review ng transactions should be
separated to reduce the risk of error, waste, and wongful acts.
I n aut omat ed systens, separation of duties should be achieved by
t he assignnent of different responsibilities by function. For
exanple, certain responsibilities should be assigned to conputer
oper ati ons personnel, software nai ntenance specialists,
accountants, and accounting technicians. Agencies'

responsi bilities should al so include ensuring that disbursing
operations are separated from such operations as purchasing,
receiving, and accounting, that internal controls and procedures
are properly inplenented, and that errors are pronptly resol ved.

950 PROVPT PAYMENT ACT

a. The Departnent of Labor strives to pay all of its bills
on tine, regardl ess of whether they are governed by the Pronpt
Paynment Act (PPA). The PPA covers the mgjority of purchases nade
from comercial vendors, non-profit organi zations, and state and
| ocal governnents. (A detailed listing of itens included in and
excluded fromthe Act may be found in the Pronpt Pay User Qi de,
found in Appendix A of this DLMS chapter.) |In essence, the PPA
requi res Federal Agencies to pay their bills on tinme, to pay
i nterest penalties when paynent are nmade |late, and to take
di scounts only when paynents are nmade within the di scount period.

b. The PPA defines default paynent terns such as due date,
di scount period, |ate paynent interest and additional penalties.
These are used ONLY when no contract or specific purchase order
terms have been specified. Paynents made for purchases under
contract, or with specific purchase order terns are still under
PPA authority for reporting; they sinply do not use the PPA
defaul t paynent terns.

C. Requi red procedures based on OVMB Circular A-125 (Rev.
Dec. 1989) are discussed in the Pronpt Pay User CGuide, as are a
nunber of other issues relevant to paynment of commerci al
vouchers. The Guide is designed to provide easily retrieved
information regarding all aspects of pronpt pay.

951 Financial Systens and Record- Keepi ng

a. Departnent agenci es shoul d nake as many paynents as
possi bl e usi ng aut omat ed paynent systens. These systens shoul d
conply with PPA requirenents (i.e. calculate due dates, interest
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and additional penalty anmounts, discounts, etc.), readily supply
information required for OMB reporting, and facilitate
statistical sanpling to verify data reported. Long term plans
for the Departnent are to have all paynents nade through these
aut omat ed paynent systens. (See User Guide, p. 8).

b. There are three basic nmethods of paynent in DOL today:
aut omat ed paynents using the Departnent's Accounts Payable (A/ P)
system automated paynents using program accounting bill-paying

systens; manual paynents using form SF-1166. Record-keepi ng and
statistical sanpling requirenents differ based on how paynents
are being nade as foll ows:

(1) A/P paynents - Statistical sanpling is done
quarterly to verify the information reported fromthe system No
addi tional record-keeping is required.

(2) Program Accounting bill-paying systens (other than
AP, e.g. Federal Enployees Conpensation Act and Bl ack Lung
Syst ens)

(a) If the systemtracks and reports OVB-required
informati on, no additional record-keeping is required.
Statistical sanpling is done to verify the information reported
fromthe system

(b) If OMB-required information is not avail able
on output reports fromthe system data nmust be maintai ned
separately. By sanpling this data, information is generated for
reporting needs. Specific data elenents that need to be
mai ntai ned are listed in the Statistical Sanpling section of the
User Guide (p. A-33).

(3) Manual paynents using SF-1166 - Statistical
sanpling is perforned to verify data if at |east 300 paynents are
reported in a quarter by a servicing finance office.

Verification is not required for |less than 300 paynents nade by
an individual servicing finance office. |If nore than 1000
paynments are nmade quarterly, reported data nmay be generated

t hrough approved sanpling techni ques.

952 Pronpt Paynent Quality Control

a. Quality Control (QC) is a key elenent in ensuring
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conpliance with the Pronpt Paynent Act, and securing the benefits
it provides to the Departnent. A well-nmaintained quality control
program provi des quick identification of problem areas, and
ensures the integrity of information reported.

b. There are seven key elenents to the OMB criteria for
assessing QC systens. Following are these elenents and the DOL
strategy for satisfying them

(1) Sound written procedures are issued and followed.
This portion of DLMS-6 chapter 950 covers Pronpt Pay standards
and guidelines for the Departnment. It is supplenented by the DOL
Pronpt Pay User Cuide (Appendix A), which contains specific
gui dance for paying bills, reporting perfornmance, and statisti cal
sanpling. Program agencies and regional offices should devel op
i nternal procedures to guide Pronpt Paynent and related bill-
payi ng operations. A copy of all program devel oped pronpt
paynment procedures should be submtted to OFPS.

(2) Statistically valid random or other samples with
established confidence levels are used to draw review cases.
For detail ed sanpling procedures, see the User Guide (p. 33).

(3) QC reviews are conducted independently of the
payment process, use original documents, and recalculate due
dates, discount periods, etc., and are done periodically.

(a) Detailed sanpling procedures are contained in
the User Guide (p. A-33). This includes specific guidance
regardi ng the review process, the use of original docunents, and
met hods required for sanpling and cal cul ati ng dat a.

(b) The 1G Audit and O fice of Accounting
I nternal Review functions provide reviews of bill-paynent
activities throughout the Departnent. |nvoices subject to Pronpt
Pay are exam ned during these reviews.

(4) Reporting and Review results are used by agency
management to assess performance against established standards
and ensure corrective action.

(a) Results of QA lnternal Reviews and |G audits
are provided for nmanagenent use to ensure paynents are bei ng nade
in accordance with Pronpt Pay regul ations.
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(b) The Ofice of Accounting reviews A/ P paynent
informati on nonthly and provi des feedback to offices experiencing
problenms with tinely paynents

(c) QPWM Pronpt Paynent reporting is reviewed by
the Ofice of the CFOto ensure perfornmance satisfies managenent
obj ecti ves.

(d) Appropriate training nust be nade avail abl e
for staff responsible for maki ng paynments subject to PPA

(5) QC data is used to prepare annual reports to OMB.

(a) Al data fromthe A/P system from Program
Accounting bill-paying systens, and from manual paynent records
is governed by these DOL QC criteria. This is the sane
information used to prepare the annual reports to QOVB.

(6) The entire agency is covered. Al bill-paying
units within DOL are covered by either existing procedures or
t hose di scussed above as part of the QC project.

(7) Agency Inspector General (1G) validates the QC
system. The |1G has reviewed and approved the QC program

953 Prompt Paynent Perfornmance St andar ds

a. The Departnent seeks to maintain an on-tine paynent
rate of at least 95%for all paynents subject to the Pronpt
Payment Act, increasing to 97% by 1995.

954 Reporting

a. There are three reports which nust be devel oped
regularly. They are the annual and quarterly OVB Pronpt Pay
reports, and the quarterly QPWM reports. For a detailed
di scussion of what data is included in these reports, see the
Pronpt Pay User Cuide (pp. A-39 through A-43)

960 DI SBURSEMENT OPERATI ONS AND PROCEDURES. I n accordance with
the General Accounting Ofice (GAO, Title VII, Chapter 6
di sbur senent operations should be in conformty wth the rel ated
principles and standards for accounting and adm nistrative
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internal controls, and in accordance with the Pronpt Paynment Act
as inplenented in OMB Circul ar A-125.

961 Priority of Disbursenents. The relative priority of
paynents is determ ned by the Financial Mnager, and may vary
according to both internal and external factors. The SFO shoul d
strive to pay all obligations in a tinmely manner, including
Travel Advances, Cashier (I MPREST) itens, Travel Paynents,
Uility invoices, and Conmercial Vouchers.

962 Types of Disbursenents. Al disbursenments, except cash,
shall be made by checks or electronic fund transfers drawn by
aut hori zed officers of the Treasury and desi gnated depositaries
such as commerci al banks or banking institutions required by
Treasury to hold Federal funds. The follow ng types of non-cash
di sbursenents are used in the Departnent:

a. The Accounts Payable (A/P) subsystem of DOLARS is
designed to register and track invoices, manage cash, validate
payee (vendor) information and prepare paynent schedules. It is
integrated with the Core DOLAR$ system for docunment control and
general | edger posting. Key conmponents of the systemi ncl ude:

Aut omat i ¢ war ehousi ng of paynents.

Schedul i ng the proper paynent due date.

Determ ni ng pronpt pay penalty interest paynents.
Det ermi ni ng di scount applicability.

Entry or matching of vendor data to assure accurate
routi ng and net hod of paynent.

. Preparing and controlling the paynents that |iquidate
payabl es approved for paynent.
. Cat egori zi ng paynent transactions as "paynments in

transit" pending receipt of Treasury confirmation of
actual paynent.

. Generating SF 1099 Fornms at year-end for the IRS

. Cener ati ng managenent data and reports.

Managenent reports are provided for late or penalty
paynments, discounts taken, paynent transactions, and the
preparation and control of the checks that |iquidate payabl es
approved for paynent.

Paynment transactions are matched to obligations and
accruals. If this cannot be done, new obligations are created
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for the paynents.

b. Vendor Express is an electronic fund transfer program
in which Governnent vendor and m scel | aneous paynents are
directly deposited into corporate accounts at financial
institutions on the expected date, via the ACH network.

The CFO office nust designate a Central Paynent O ficer (CPO to
ensure that accurate paynents are nade to the proper vendors.
However, the CPO should not be responsible for recording
accounting transactions in the Departnent's accounting system

C. A Manual Paynment (Treasury Check) mnust be prepared on
an SF-1166 in accordance with TFM Vol .1 Chapter 4 2060. Anobunts
aut hori zed for paynment nust be in accordance with the paynent
information certified on vouchers or voucher schedul es, and such
controls should include procedures for proper custody, signing,
and delivery of checks.

d. Wre Transfer (FedWre) is an electronic funds transfer
systemthat provides advance financial commtnents to
organi zations performng grant or contract work for the
Departnent. Agencies should ensure that the timng and anount of
cash advanced by wire transfer be as close as is admnistratively
feasible to the actual disbursenents by the recipient for program
cost. Additionally, organizations requesting excess funds are
required to refund the Departnment pronptly the excessive cash and
any interest earned on the anobunt advanced.

e. Paynment Managenent System (PMS) is the Departnent of
Heal t h and Human Servi ces, Division of Federal Assistance
Fi nanci ng (DFAF) system which provides a full service grant and
prograns paynent capability that DOL enploys for its grant
program The DFAF system services include the processing of al
financial transactions from awards through cl oseout of the grant
accounts. In acconplishing these tasks, the DFAF systemuses its
PMS that operates in an IBM environnent at the National
Institutes of Health (NIH), and enpl oys data base nanagenent
t echnol ogy and enhanced tel ecomruni cations. O particul ar
inportance is the on-line capability that PMS provides for a
grantee to request funds, and the subsequent el ectronic draw down
and distribution of those funds through the Automated C earing
House (ACH) process. Besides satisfying DOL's di sbursenent
requi renents, including the nonthly SF-224 reconciliation with
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Treasury, PMS also distributes, collects, and records the Federal
Cash Transaction Reports that are submtted by the grantee on a
quarterly basis.

f. I nternational Merchant Purchase Authorization Card
(IMPAC) is a GSA contractor issued charge card to be used for
maki ng smal |l purchases up to an anount to be determ ned by the
Department. Policies and procedures on the use of | MPAC are
avai lable in the Departnent's nenorandum dated May 18, 1989 on
"Procedures for Use of Credit Cards for Small Purchases."”
Agenci es shoul d review summary statenents pertaining to
transactions of all charges with copies of each cardhol der's
St atenent of Account receipts. The review should consist of
exam ning the assigned cardhol der's Statenent of Account for
accurate reconciliation, appropriate purchases, and accounting
cl assification assignnents.

g. Statistical Sanpling. Agencies opting to use
statistical sanpling for validating invoices or travel vouchers
shoul d ensure that the anounts paid are reasonabl e and t hat
processing costs are kept as |low as possible. Policies and
procedures for inplenmenting statistical sanpling for trave
vouchers shoul d be in accordance with DLM5S 7, Chapter 1 and for
invoices, 31 U S.C 3521 (c): A disbursing or certifying official
relying in good faith on the statistical sanpling procedures to
di sburse funds or certify a voucher for paynent will not be
liable for | osses to the governnent resulting from paynent or
certification of a voucher not audited specifically because of
the use of the sanpling procedure, provided that the agency has
diligently carried out collection actions. Specific sanpling
met hods for use in Pronpt Paynent reporting are described in the
Pronpt Paynment User CQuide (Appendix A). Al statistical sanpling
t echni ques should be referred to the CFO for the Departnent for
review prior to inplenmentation.

h. Direct Deposit/Electronic Funds Transfer (DD EFT) is a
paynment nmechanismthat allows individuals to have their salary,
recurring benefits, or travel payments deposited into their
checki ng or savings account through ACH  Sone of the benefits
derived by the use of DD/ EFT are: elimnation of storage and
post age of Treasury checks; cost savings to the Federal
Gover nnment on processing and mailing checks; reduction of
paperwork; and an effective audit trail for paynents not received
by recipients.

9-20 R-2/ 94



FI NANCI AL  MANAGEMENT DLMS 6

CHAPTER 900 - CASH MANAGEMENT

i On-Line Paynent and Collection System (OPAC) is a
Treasury systemthat allows on-line billing and paynent for
services and supplies provided by one Governnent agency for
anot her.

963 Preparation of Vouchers/lnvoices for Paynent. Before paying
vouchers/invoi ces, agencies nust have supporting docunentation to
assure:

a. Goods or services were ordered by an authorized
official, as evidenced by a purchase order, contract, or other
aut hori zati on.

b. Goods or services ordered have been delivered and
accepted, as evidenced by receiving and inspection reports.

C. A proper invoice or bill has been received.

964 Approval and Certification of Paynent Docunents. Vouchers,
voucher schedul es, invoices or bills used as vouchers nust be
certified as |legal, proper, and correct for paynent by an

aut hori zed certifying or disbursing officer. The certification
of the above attests to all adm nistrative determ nations havi ng
been made as required of an approving official.

965 Avoiding Duplicate Paynents. Vouchers and invoices should
be stanped, marked paid and filed after they have been schedul ed
for paynment. If an original invoice has been | ost or destroyed,
a duplicate should be obtained. A full explanation of the

ci rcunstances of the |loss or destruction of the original invoice
and of steps taken to prevent duplication of the paynent should
be added to or attached to the duplicate invoice before it is
processed for paynent.

966 Statenment of Transactions. Paynent offices nust maintain
all acconplished copies of disbursing docunents (i.e., SF-1166's,
SF-789'S, SF-1081's, etc.) in order to prepare their nonthly SF-
224 "Statenent of Transaction" report. This report contains
anmounts of vouchers paid or acconplished by Treasury Regi onal

Fi nance Centers, cash collections received for deposit on SF-215,
Deposit Ticket, and vouchers with fixed paynent dates such as
payrolls.
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967 Advances

a. Cash advances by either wire transfer or Treasury check
shoul d only be made in anounts necessary to neet imedi ate
di sbursing needs in carrying out the programor the agency's
m ssion. Wen possi ble, agencies should reduce the need of
i ssui ng advances to enpl oyees or grantees by maki ng avail abl e
several cash managenent nechani sns such as wire transfer, credit
cards for purchases, credit cards for travel, third party drafts,
etc. Enployees who are authorized to issue advances shoul d not
be responsible for recordi ng advance transactions into the
Departnment's accounting system

b. Witten policies and procedures on controlling,
moni toring, and collecting travel advances can be found in
DLMS 7, sections 1-1.9 on TDY travel and section 3-1.11 for
rel ocation travel.

968 | nprest Funds

a. Agency Responsibilities. To the extent possible,
agenci es should mnim ze requesting cash fromthe inprest fund by
offering their enployees the availability of credit cards for
maki ng smal | purchases, the | MPAC charge card, and a Gover nnent
contract issued charge card for travel. Additionally, agencies
in which inprest funds have been established should maintain an
anount commensurate with the authorized purpose of the fund and
normal di sbursenents during an adm nistratively established
period. Agencies are responsible for nonitoring appropriate
accounting and internal controls of assets held in the inprest
fund, and to advise cashiers of their duties and provide them
with suitable facilities for safeguarding the funds in accordance
with the I nprest Fund Handbook (I1FH), dated March 1985.

b. | nprest Fund Cashier. |In accordance with section 1915
of the IFH, the cashier is responsible for having thorough
knowl edge of the regulations concerning the use of the inprest
fund. Furthernore, the cashier is personally liable for al
money in the fund and is required to replace funds if they are
| ost, stolen or m sappropriated, unless relieved in accordance
with section 1972 of the |IFH

C. Use of I nprest Funds. Disbursenent of funds fromthe
i nprest fund nust be for clainms identified in section 1950 of the
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|FH. Al clainms should include proper signatures of approving
officials, supporting docunents that are in agreenent with the
anount requested, accounting codes, and item zed receipts for al
i ndi vi dual expenditures in excess of $25.

d. Peri odi c Reviews. Agencies should appoint an
i ndependent and responsi bl e enpl oyee to nake unannounced
verification of cash balances. This enployee should have sone
experience in auditing, accounting, finance or other simlar
qualifications. Reviews shall be performed periodically but not
| ess than quarterly. Additionally, reviews should provide
reasonabl e assurance that disbursing procedures and controls are
effective, and are necessary support for reports required by the
Federal Manager's Financial Integrity Act. Any unauthorized use
of, irregularities in, inproper accounting for, or inprest fund
di scl osed by an agency verification or audit, shall be reported
pronptly to the CFO for the Departnent so that any necessary
corrective action may be taken and the accountability records of
the di sbursing officer nay be properly adjusted. |In addition to
reporting the above, a report should be prepared stating whether
prescribed procedures and requirenents were being foll owed and
shoul d recomend any action considered to be necessary or
desirable for preventing the recurrence of irregularities in
adm ni strating the fund.

970 GOVERNMENT ON- LI NE ACCOUNTI NG LI NK SYSTEM (GOALS). Use of
GOALS all ows agencies to transmt and receive accounting and
financial data through a commercial timesharing service via a

t el ecommuni cati ons network. Adm nistrative procedures for using
GOALS and its conponents nmust be in accordance with the "GOALS
Resource Book" that is prepared by the Financial Mnagenent
Service Division of Treasury.

980 CASH MANAGEMENT REVI EW REPORTS OF THE DEPARTMENT OF TREASURY

981 Cash Managenent Initiatives and GOALS serve as the basis for
Treasury to identify and inplenent inprovenents for

coll ections and/or disbursenents of agencies' cash flow
activities throughout the fiscal year. Treasury's objective for
the use of this report is to realize interest savings from using
sound cash managenent techni ques and innovative technol ogy.
Therefore, during the first quarter of each fiscal year, agencies
are required to submt to the CFO for the Departnent their
estimated quarterly (4 quarters) dollar savings GOALS for the
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current fiscal year. The CFO for the Departnment records the
agenci es' dollar savings GOALS on the Departnent's cash fl ow
screens that are submtted to Treasury.

982 Cash Managenent Agency Certification is used to report the
substanti al progress and/or inprovenents agenci es have nmade in
coll ecting and disbursing funds. Treasury reviews agencies'
GOALS report and conpares this data to what was actually reported
on the cashfl ow screens. Results of the review allow Treasury to
determne if agencies' cash flow activities neet the TFM
standards. Periodic review neetings should be schedul ed between
agencies and the CFO for the Departnent to inprove cash flow
activities and bring theminto conpliance with TFM st andar ds.

983 Cash Flow Screens are to be used by agencies to report their
quarterly actual dollar savings to the CFO for the Departnent.

At the end of each fiscal year, the actual dollar savings are
conpared with the projected savings that were provided in section
982 above. Results of the conparison are recorded in section 981
above.

990 RESPONSIBILITI ES OF ACCOUNTABLE OFFI CERS/ OFFI Ol ALS

a. Certifying Oficers (COs) are responsible for the
exi stence or correctness of the conputations and the facts that
are stated in a voucher along with supporting records, and for
the legality of the proposed paynent under the appropriation or
fund involved. Additionally, the COis held accountable for
repaynent of any illegal, inproper, or incorrect paynent
certified by himher in accordance wwth 31 U S.C. 3528.

b. D sbursing Oficers (DO shall disburse noney only as
provi ded by a voucher certified by the head of the agency or by
an authorized certifying official. The DO is accountable for

ensuring that a voucher is in proper formand is certified and
appr oved.

C. Approving Oficial (AO is soneone who is cogni zant of
the facts stated on the voucher or voucher schedule (SF-1166).
This person is also responsible for approving the amount of funds
that are necessary to acconplish the purposes of the Governnent's
m ssion effectively and econom cal ly.

d. Central Payment O ficer (CPO) is responsible for
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schedul i ng paynent of vendor invoices that are rel eased by SFGs
t hrough the A/P subsystem The CPO shall approve these invoices
for paynments on an SF-1166 in accordance with Chapter 19 of the
DOLAR$ Procedures, Volunme |, Operating Procedures.

e. Procurement O ficer has the authority to assign
responsibilities for procurenent and grant operations in
accordance with DLMs-2, paragraph 814.

f. Contracting Oficer is assigned procurenent
responsibilities, and subject to such regulations, policies, and
procedures identified in DLM5- 2, paragraph 814.
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ATTACHVENT

DEFI NI TI ONS

Aut omated C earing House (ACH) is a central

di stribution point for transferring funds

el ectronically for participating depository financial
institutions. Instead of paynments bei ng sent
separately to vendors, ACH transactions are accumnul at ed
and sorted by destination for transm ssion during a
predeterm ned period. Paynents made through ACH shoul d
be prepared in accordance with section 960 of this
chapter.

Cash Fl ow Process. A process of collecting or
di sbursi ng noneys for agency prograns or operations, as
wel | as bal ances hel d outside Treasury.

Cash Fl ow Report. A docunent summrari zing each uni que
cash flow activity and correspondi ng opportunities for
new cash managenent i nprovenents.

Cash Managenent Mechanism Practices and techni ques
designed to accel erate and control collections, ensure
pronpt deposit of receipts, inprove control over

di sbursenent nethods, and elimnate idle cash bal ances.
Cash Managenent | nprovenents Fund. A revolving fund
into which charges agai nst an agency for nonconpliance
with collection and deposit inprovenent initiatives are
deposited. Treasury uses noney fromthis fund to help
wi th the paynent of expenses incurred in devel opi ng and
i npl enmenting sel ected projects that provide for

i nproved nethods of collection and deposit.

Cash Managenent O ficer. An individual who has been
desi gnated by the agency to be responsible for

devel oping and nonitoring cash flow initiatives.
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